General Business Conditions 


HE month of October has been a 

period of marking time, as far as the 

economic situation is concerned. A 

major change in business conditions 

is not expected until the end of the 
war in Europe, when drastic cutbacks in war 
production will take effect, and opinions as to 
when the end will come are conflicting. The 
evidence is that another great offensive will 
have to be launched on the Western front, 
the season is unfavorable, and the difficulties 
of building up supplies close to the front line 
have been enormous. On the other hand, there 
is no doubt as to the overwhelming preponder- 
ance of strength on the Allied side. As be- 
tween the conflicting views laymen have no 
sound basis for judgment, and the military 
authorities, whatever they may think, must 
be prepared for the worst as well as the best. 
Hence their demands on the industries con- 
tinue heavy. 

Some observers had looked for a decline 
in production and trade during the fourth 
quarter, but with one month already gone 
the tendency is to revise this opinion. War 
contract cutbacks, cancellations and comple- 
tions are taking effect, but are largely off- 
set by new demands from the armed forces 
and by the need for more workers in plants 
making urgent war items. Also, cutbacks often 
do not reduce current operations, but only 
diminish the unfilled order backlog and ease 
the situation as to forward shipments. This 
has been the case in steel, where curtailment 
of the landing mat program has resulted chief- 
ly in a shift of operations to other steel prod- 
ucts, whose delivery dates can be moved 
nearer. 

The labor situation has not eased as much 
as some expected by this time. The War Man- 
power Comfnission reports that the labor force 
declined by one million in August and another 
million in September, due largely to return of 
women to the homes and of young people to 
school, and the tendency of workers to leave 
war plants in search of more lasting jobs in 
peacetime industry is disturbing. 
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In some sections there is room for increasing 
production of civilian goods and the trend is 
in that direction, but the actual expansion is 
small. The War Production Board shows little 
indication of going beyond its “spot authoriza- 
tion” program in increasing civilian produc- 
tion until the military situation is clearer. 
Under this program 1,278 applications for mak- 
ing civilian goods had been approved up to 
October 24, but the total dollar amount author- 
ized was only $203 million, which is equiva- 
lent to less than one average day’s retail trade. 
More extensive programs for resumption of 
civilian manufacture for the most part .are 
being held up. One result of the delay, how- 
ever, is that engineering, design and similar 
preparations for reconversion will be further 
along when the major cutback takes effect. 

The net effect of these trends on industrial 
activity is a considerable shifting and churning 
about, but little change in aggregate levels. 
Christmas trade seems certain to be good. It 


‘has got under way earlier than in peacetime, 


for people fear shortages of merchandise ; and 
with so much money in people’s hands it seems 
unlikely to fall below anticipations even if the 
European war should end and employment in 
war work should fall off before the holidays. 
The Department of Commerce has revised its 
estimate of the year’s retail trade upward, to 
$67 billion, compared with $61.7 billion last 
year. 
The Cutbacks to Come 

Even though little change is immediately in 
sight, it is everywhere understood that the 
Japanese war will be carried on with the use 
of only part of the industrial facilities now 
engaged, and that the period until the end of 
the German war—whether it is weeks or 
months — represents the last stage of the all- 
out war effort. Comment by qualified ob- 
servers during the past month has been to 
the effect that the W.P.B. estimate of a 40 per 
cent cutback in war production after the de- 
feat of Germany is conservative, and that the 
cutback actually may be considerably greater. 
The step-up in civilian production will begin at 
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the same time, but it is too much to expect 
that all the plant facilities freed can be used 
on civilian goods, or that all the workers re- 
leased can be re-employed at once. Hence the 
next major change will likely be a decline in 
overall production and employment. It is 
worth noting that despite the general recogni- 
tion of this fact, buyers for the early lines of 
Spring merchandise have entered the markets 
in very large numbers, and in many cases are 
taking all they can get. Confidence that the 
reconversion period will not be the occasion 
for an unduly prolonged or severe slump seems 
to be on the rise. Doubtless it has been pro- 
moted by continuing announcements by cor- 
porations of plans‘for new products and new 
investment in plants, and by the evidence of 
unsatisfied wants and continuing accumula- 
tion of funds in the hands of the people. 


The Sixth War Loan 


In announcing the sixth of its series of great 
war loans, to. start November 20 and run 
through December 16, the Treasury is calling 
anew upon the American people to save and 
to make their savings available to the Gov- 
ernment to help in winning the war. While 
the amount of money asked for — $14 billion 
—is $2 billion less than the objective of the 
Fifth War Loan, it is still a gigantic total that 
will take hard work by the selling organization 
and the united support of the public to put 
across. Appreciation of the magnitude of the 
task is needed to combat the tendency to “let 
down” after five successive war loan drives, 
and as optimism grows for an early end of the 
war. 

The fact is that there has been no let down 
either in the fighting or in the enormous cost 
of the war. Military expenditures are continu- 
ing at a rate of around $7% billion a month, 
or $90 billion a year, with less than half of 
total government expenditures being covered 
by revenue receipts, despite the high tax rates 
in effect. Although our armed forces have 
been making rapid progress, with victories 
being reported in all areas, no one can tell how 
long the war will last; and even the collapse 
of Germany would still leave the Japanese war 
to be financed, together with contract termi- 
nation costs and other expenditures not sus- 
ceptible of immediate reduction. Proceeds of 
the Fifth War Loan have been steadily drawn 
upon from a peak (including carryover bal- 
ances) of nearly $21 billion in July to about 
$8 billion at the end of October. By the 
start of the Sixth War Loan this balance may 
be down around $5 billion, considered not a 
high figure in view of wartime uncertainties 
and the high level of spending. The $14 billion 
asked for in the new loan would cover less 
than two months’ war expenditures at the 
present rate. 
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The new drive will follow closely the pat- 
tern established for previous loans, with a 
variety of different issues being offered to 
meet the needs of all types of investors. These 
will include 2% per cent 22-27 year bonds, 
2 per cent 8-10 year bonds, 1% per cent 2% 
year notes and % per cent one year certificates 
In addition there will be as usual the series 
E, F and G savings bonds and the series C 
tax notes, the sales of which during the entire 
two months of November and December will 
be counted in the drive totals. As in the fifth 
loan, commercial banks will not be eligible 
to subscribe for their own account, except for 
limited amounts of the 2 and 2% per cent 
Treasury bonds and F or G bonds for the 
investment of their time deposits, such pur- 
chases not to be credited against the goal of 
the drive. 


Drive For Individual Subscriptions 


Of the $14 billion total goal of the Sixth 
War Loan, the quota for sales to individuals 
has been set at $5 billion and it is here that 
the principal sales effort will be concentrated 
It is just this kind of money that is most 
needed to hold back inflationary spending and 
thus lessen the pressures that are tending to 
drive up prices. Since most subscriptions in 
this category, however, come in relatively 
small sums, an immense amount of individual 
solicitation and effort is needed to build up 
the aggregates called for. 

The American Bankers Association is again 
circularizing its membership with suggestions 
as to how each bank may help in the drive, 
urging the fullest possible support and placing 
special emphasis upon the value of face-to-face 
canvassing of all prospects. 

The $14 billion overall goal, with $5 billion 
for individuals, compares with the actual 
amounts raised in the five previous war loans 
as follows: 


Condensed Summary of Sales in the 
First Five War Loans 
(In Millions of Dollars) 








First Second Third Fourth Fifth 
Investor Class War War War ar War 
Individuals Loan. Loan Loan Loan Lean 
E Bonds $ 726 $1,473 $ 2,472 $ 3,187 $ 8,036 
Other Securities. 867 1,817 2,905 2,122 8,315 
Insurance Companies 
& Mutual Savings 
Banks 2,319 8,608 4,128 8,408 4,294 
Dealers and Brokers 886 544 894 433 533 
All Others (Mostly 
Corporations) ..... 3,062 6,039 8,544 1,585 9,461 


Total Non-banking 





Investors 7,860 13,476 
Commercial banks... 5,087 5,079 ain ait ei 
Grand Total.m $12,947 $18,555 $18,943 $16,730 $20,639 


Reaching the goal of $5 billion for individuals 
will not be easy. Apart from the general prob- 
lem of inertia mentioned at the outset of this 
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article, it is true that many people not enjoy- 
ing large income increases, and squeezed by 
higher costs and taxes, simply do not have the 
means to subscribe very much, especially after 
two war loans already this year. At the same 
time there is plenty of evidence of more than 
enough money in the hands of the people as 
a whole, if it can only be reached. Total na- 
tional income this year is running at the rate 
of over $12 billion a month, or 7 per cent above 
last year. Currency in circulation is steadily 
rising, despite the levelling off of factory em- 
ployment and payrolls, and now exceeds $24 
billion, more than double the total at the time 
of Pearl Harbor and over three times that at 
the outbreak of war in September 1939. Cer- 
tainly not all this money is required for carry- 
ing on the necessary business of the country. 
A great deal of it is being hoarded or otherwise 
held in the form of idle cash, much of it is 
going into black market operations, and much 
of it is being used in extravagant spending. 

That great numbers of people still have 
ample funds to spend on luxuries and amuse- 
ments is apparent on every hand. Transporta- 
tion facilities, hotels, theatres, night clubs, 
cocktail bars, etc., are everywhere jammed. 
Gambling is rife; in New York State alone the 
State receipts from pari-mutuel betting during 
the first half of the current fiscal year totalled 
over $21 million, up 56 per cent from last year 
and indicating total bets and receipts at the race 
tracks in excess of $350 million. What the total 
oi recorded and unrecorded bets would be for 
the country as a whole is anybody’s guess. 

Such items as the following, selected at ran- 
dom from recent issues of the daily press, are 
significant : 

Retail shoppers to spend record $67 billion in 1944 
... Florida trains sold out for a month... Of course, 
a lot of people have money ... All they can buy is a 
luxury such as travel ... Circulation of $500 and 
$1,000 bills expanded sharply in August... Play- 
houses bulging with standees, Broadway jammed with 
night strollers, and the fall gold-rush is on... Not 
an empty seat in a score of theatres, not a vacant 
room in a hundred hotels ... And on the week end 
of the Notre Dame-Army game people will be sleeping 
in the parks and in the shooting galleries . . . Don’t 
know where they’re coming from, but they’re new 


faces in the Alley every night and they've all got 
money to spend... 


Obligation to Save and Invest 


All of which goes to show that the money is 
there, and that what is needed is an appeal that 
will carry to the conscience and intelligence of 
the people. It is little enough that we at home 
are being asked to do. We are not being asked 
to give our money, but to invest it in the best 
security in the world at a good rate of interest. 
To many people now getting more money than 
ever before in their lives it simply means 
taking dollars at a time when they come easy 
and putting them away in a safe place, against 
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the time when the need may be greater and 
the dollars harder to get. If somehow or other 
the realization can be put across of our im- 
measurable obligation to the men and women 
who are risking and giving their lives in the 
posts of danger, there can be no doubt as to 
what the response of the American people 
will be. 


Third Quarter Earnings 





Reports issued by leading industrial cor- 
porations for the third quarter and nine months 
show that the trend in sales is becoming more 
irregular, as cutbacks in the war program have 
reduced sales in some industries while in 
others the volume of business continues to 
expand. The number of companies reporting 
sales increases still exceeded the number re- 
porting decreases, however, by 2 to 1, and com- 
bined sales for the nine months increased by 
11 per cent. 


Net earnings after taxes showed in most 
cases only moderate changes from a year ago. 
The high income and excess profits tax rates 
have the effect pf stabilizing net income by off- 
setting whatever increases or decreases occur 
in the net earnings before such charges. Im- 
portant exceptions to the relatively stable 
trend, however, were the petroleum industry, 
with a substantial increase in net income, and 
the steel industry, with a continued decline. 

Our tabulation of the reports of 300 indus- 
trial companies shows for the first nine months 
a combined net income after taxes of approxi- 
mately $872 million, compared with $824 mil- 
lion in the same period of last year, an increase 
of 6 per cent. Only 140 companies showed 
increases, however, against 160 showing de- 
creases. The companies tabulated, comprising 
for the most part large manufacturing organi- 
zations, had an aggregate capital and surplus 
of $13,183 million at the beginning of this year. 
upon which the nine months’ net income was 
at an annual rate of 8.8 per cent, compared 
with a net worth of $12,718 million and an 8.6 
per cent rate last year. The summary on the 
next page shows the results by major indus- 
trial groups. Earnings as reported currently 
are subject to the renegotiation of government 
contracts, as well as to year-end adjustments 
and reserves. 

A major share of the gain in total net in- 
come for the group was accounted for by the 
13 companies in the petroleum industry, which 
had a 27 per cent increase this year in sales 
of refined products reflecting, of course, the 
tremendous military needs, and a similar rise 
in income. Exclusive of the oil group, the net 
income was up only 2 per cent. 

For the third quarter, figures of the 300 
companies show net income of $303 million, 
which is moderately ahead of the $290 million 
in the preceding quarter and the $289 million 








N ovemsber, Lott aA THN: 





NET INCOME OF LEADING CORPORATIONS FOR THE FIRST NINE MONTHS 


Net Income is Shown After Depreciation, Interest, Taxes, and Other Charges and 
Reserves, but Before Dividends. — Net Worth Includes Book Value of Outstanding 
Preferred and Common Stock and Surplus Account at Beginning of Each Year. 


(In Thousands of Dollars) 









































Net Income Per Net Worth Annual Rate 
No. of Nine Months Cent January 1 of Return % 
Cos. Industrial Groups 3 1 Change 1943 1 1943 1 
21 Food products $ 57,449 $54,576 — 5.0 $658,139 $683,966 11.6 10.6 
12 Textiles and apparel 8,436 7,448 —11.7 118,118 122,521 9.5 8.1 
15 Paper and products 10,666 10,643 — 0.2 222,013 230,443 6.4 6.2 
28 Chemicals, drugs, Cte. ..ccsccceee 126,648 135,551 + 7.0 1,530,221 1,613,695 11.0 11.2 
13 Petroleum products ow. 113,701 144,972 +27.5 2,133,829 2,240,617 Tk 8.6 
14 ~ Stone, Clay, Glass .........ccsccccessoseeee 15,734 19,090 +21.3 302,166 307,808 6.9 8.3 
26 Iron and steel 131,314 118,886 — 9.5 3,209,067 3,252,458 5.5 4.9 
10 Electrical equipment ..........08 60,300 63,968 + 6.1 710,908 727,837 11.3 11.7 
20 Machinery 25,350 21,509 —15.2 247,739 262,975 13.6 10.9 
18 Autos and equipment 127,551 143,557 +12.5 1,343,200 1,433,937 12.7 13.3 
44 Other metal products 60,648 61,571 + 1.5 879,539 904,961 9.2 9.1 
24 Misc. manufacturing 23,325 24,640 + 5.6 312,466 321,915 10.0 10.2 
245 Total manufacturing ............008 761,122 806,411 + 6.0 11,667,405 12,103,133 8.7 8.9 
31 Mining and quarrying ............06 39,131* 42,951* + 9.8 650,502 663.930 8.0 8.6 
16 Trade (whol. and retail) .......... 18,230 16,804 — 1.8 281,330 289,753 8.6 7.7 
Bh RUD. piss ct ssccasacupsecebscsovesstbiscvesseasiss 5,659 6,302 +11.4 118,849 126,156 6.3 6.7 
300 Total $824,142 $872,468 + 5.9 $12,718,086 $13,182,972 6 8.8 








*Before certain changes. 


in the third quarter last year. However, a 
majority of individual companies reported de- 
creases in the third quarter as compared with 
a year ago. 


Steel Earnings Lower 


The steel industry, as stated, was an im- 
portant exception to the generally stable trend 
of earnings. Despite the continued high rate 
of steel mill operations, with an increase of 
some 800,000 tons in output to a new record of 
over 67,000,000 tons in the first nine months 
of this year, the combined net income after 
taxes of 26 leading iron and steel companies 
was 9 per cent lower than in the corresponding 
period of 1943. 


This continued decline of steel earnings for 
the third consecutive year is particularly sig- 
nificant in view of the application for higher 
steel wages in the far-reaching case now pend- 
ing before the National War Labor Board. 
The application to break the “Little Steel 
formula,” which limits increases in average 
straight-time wages to 15 per cent over the 
level prevailing on January 1, 1941, has been 
before the Board for many months. The unions 
ask for 17 cents per hour wage increase and 
for a number of other benefits. Exhaustive 
hearings on almost every conceivable angle 
of the question have been conducted by the 
Board’s Steel Panel, whose proceedings al- 
ready published are rapidly reaching the 
proportions of a “five foot shelf.” The im- 
portance of the case arises not only from the 
hundreds of thousands of workers in the steel 
companies involved, but also from similar 
cases pending in a host of other industries 
affecting altogether perhaps 8,500,000 workers. 

A report issued by the Steel Panel on Sep- 
tember 14 made no recommendation as to 
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breaking the Little Steel formula, but limited 
itself to a presentation of the mass of evidence 
bearing on the case. On October 11 the Labor 
Board voted to send to the President through 
the Director of Economic Stabilization its own 
report, setting forth pertinent data on the rela- 
tionship of wages to the cost of living, but 
not recommending action one way or the 
other with regard to the Little Steel formula, 
on the grounds that it was unable to say what 
effect a change would have on the price struc- 
ture of the country. This decision by the Labor 
Board in effect left the whole question up to 
the President, who must decide whether break- 
ing the wage formula would upset price stabili- 
zation, or whether a change should be made 
in the stabilization policy. 

Recently the OPA entered this case when a 
supposedly “secret” study on the steel indus- 
try prepared by its staff was widely reported, 
although officially disavowed. This study 
was said to indicate that higher hourly wages 
could be paid to workers without raising prices 
of steel products, provided a high level of 
production was maintained and overtime work 
eliminated after the war. Profits of the indus- 
try were said to have far outrun wages and to 
be so high as to threaten the economic system. 


Past Record of Earnings 


The record of steel earnings for twenty 
years is shown in the next table and chart 
summarizing our annual tabulations of the 
published reports of leading companies in the 
steel industry and in the manufacturing indus- 
tries generally. 

Although the number of available reports 
tabulated was not the same each year and 
therefore the dollar totals are not comparable 
throughout the period, the percentage rates of 
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Average Rate of Return on Net Worth of Leading 
Steel Companies and of All Leading Manufacturing 
Companies 
(In Millions of Dollars) 


Leading Steel Companies All Lead- *Steel 


No. Net Net Per ing Mfg. Operating 

of Income Worth Cent Cos.—% Rate—% 
Year Cos. aft. Tax Jan. 1 Return Return Capacity 
1925... 49 $181 $3,098 5.8 9.8 74.2 
1926... 54 235 3,223 7.3 10.8 83.5 
1927 56 178 3,374 5.3 9.7 74.9 
1928.0. 57 241 8,445 7.0 11.5 83.9 
1929... 57 403 8,615 11.1 12.6 88.5 
1930... 57 184 4,068 4.5 6.4 62.5 
ae i D- 22 4,254 D- 0.5 2.3 37.6 
1982... §1 D-161 4,030 D- 4.0 D- 0.5 19.5 
1933... 54 D- 73 3,806 D- 1.9 2.5 83.1 
1934... 61 D- 12 3,392 D- 0.4 4.3 87.4 
1985... 56 48 8,606 1.3 6.7 48.7 
1936... 58 161 3,434 4.7 10.4 68.4 
1937... 60 227 8,295 6.9 10.8 72.5 
1938... 60 D- 7 8,451 D- 0.2 4.8 39.6 
1939... 58 142 8,192 4.5 8.5 64.5 
1940... 62 282 8,322 8.5 10.3 82.1 
194fen. - OF 326 8,382 9.6 12.4 97.3 
1942... 56 227 8,507 6.5 10.1 96.8 
1943... 50 199 3,553 5.6 9.9 98.1 
1944e... 26 119 3,252 4.9 8.8 95.7 
20-Year 
Average 4.8 8.1 67.9 





e- Estimated on basis of first nine months. * Operating rates 
as computed by American Iron & Steel Institute. D- Deficit. 








return on net worth afford a basis of com- 
parison and show that for the last three years 
the trend has been steadily downward, with 
earnings this year only slightly above the 
average return for twenty years of 4.3 per cent. 
Among those major industries having a growth 
factor, the steel industry’s return has been 
around the lowest, and for the twenty-year 
period was little more than half the 8.1 per 
cent average for leading corporations in all 
manufacturing industries. 
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Average Annual Rate of Return on Net Worth of 
Leading Companies in the Steel Industry, and in the 
Manufacturing Industries Generally. 1944 Estimated 
on Basis of First Nine Months. 


Following the year 1938, when there was a 
net deficit, steel company earnings rose sharply 
in the years 1939 to 1941, accompanying the 
rapid expansion in steel production, but this 
rise is now history and the trend since 1941 
has been downward. Although there has been 
a further expansion in steel company revenues 
from sales, the bulk of the increase has been 
paid out to labor and for materials, so that 
the dividend return to shareholders has not 
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increased and the balance of net income re- 
tained has been cut sharply. According to a 
composite statement of receipts and expendi- 
tures submitted to the Steel Panel, the changes 
in distribution of income between 1941 and 
1943 have been as follows: 


31 Steel Corporations 
(In Millions of Dollars) r) 


"%o 
1943 Change 


1941 

Received from customers.... $4,666.0 $6,293.7 +35 
Goods and services pur- 

chased from others............ 2,046.2 2,662.6 +30 
Tools wearing OUut...........00 218.5 290.4 +33 
Additional war costs and 

COMTEABONCIOS srcscrrereerscosenesie 39.5 59.0 +49 
BOROIIOIEE SII i csssicsconasteascnanncnions 26.8 25.6 — 4 
Payments to workef:S........00« 1,538.3 2,531.0 +65 
Total taxes paid ............ccccse 519.4 553.8 + 7 
Total dividends paid............. 139.8 130.8 — 6 
Undistributed net income.... 137.5 40.5 —T71 


The last four items show how the net earn- 
ings have been squeezed by the rise in labor 
and other costs against OPA price ceilings on 
finished products still fixed at the 1939 level, 
which was some 10 per cent below 1938. 


Average weekly earnings of all employes 
of these companies were raised from $32.44 in 
1939 to $39.96 in 1941 and to $53.83 in 1943, or 
by 66 per cent, and there has been further in- 
crease this year. 


Payments to workers in 1941 were 11 times 
as large as the dividends paid to shareholders 
who supplied the “tools” in the form of plant 
and equipment, but in 1943 were 19 times as 
large. 

Present earnings of steel companies and of 
their employes are being realized only because 
of the abnormally high wartime demands. The 
assumption that still higher wage rates could 
be paid after the war implies a continuation 
of near-capacity operations, but this seems 
hardly a safe assumption in an industry whose 
extreme fluctuations for years past have char- 
acterized it as “prince or pauper”. 

Average annual steel operating rate has 
ranged from 19.5 per cent of capacity in 1932 
to 98.1 per cent last year, and these averages 
conceal even wider swings among individual 
companies. In the years 1925-29, when the 
country experienced the highest industrial 
activity ever reached up to that time, the steel 
industry operated at an average of 81 per cent. 
“Capacity” has been increased greatly since 
that time. 

Another factor to be weighed is the effect 
of wage increases on the wide distribution of 
goods which is so necessary after the war. If 
costs are high and prices are high fewer peo- 
ple can afford to buy. There must be a balance 
between the prices of steel products and the 
income of farmers, white collar workers, and 
small business men, as well as industrial 
workers. 
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The Question of Reserves 


In the argument for increased wages, it has 
sometimes been asserted that the published 
reports of the steel companies conceal their 
real earnings because of showing net income 
after deduction of “reserves” for deferred 
maintenance, contingencies, reconversion of 
plant and other postwar costs. The use of such 
reserves, however, has been standard account- 
ing practice for many years, and the need is 
widely recognized for building reserves so that 
the business machine will be in shape to em- 
ploy workers in the postwar period. The com- 
posite statement of 31 large steel companies 
given above shows that the charges last year 
for “additional war costs and contingencies” 
of $59 million were less than 2% per cent of 
the payments to workers, and less than 1 cent 
per dollar of sales. A reserve of this size might 
well be criticized, not on the grounds of being 
excessive, but of being inadequate in view of 
the expansion of productive capacity, the con- 
centration on wartime products and depreci- 
ation of plant from the sustained high rate 
of operations. 


Farm Support Prices and Export Subsidies 





The Commodity Credit Corporation has hela 
meetings with representatives of the cotton 
and wheat trades during the past month, to 
discuss plans for selling cotton and wheat 
abroad at prices below the domestic market, 
the Government bearing the loss. The Cor- 
poration is also putting into operation, as fast 
as the machinery can be set going, its program 
of buying 1944 cotton from farmers at prices 
which over the season will average “parity” 
(22.13 cents per lb. based on Memphis), and 
which are above the present market. As noted 
in this Letter last month, on May 1 next it 
will pay the parity price, also above the pres- 
ent market, for 1944 crop wheat against which 
it has made loans to farmers. 

Another item of news during October was 
the announcement by Secretary of Agriculture 
Wickard that an agreement has been reached 
among four countries (United States, Canada, 
Australia, Argentina) to establish wheat ex- 
port quotas, whereby each will supply a fixed 
percentage of the estimated market. The share 
of the United States will be 16 per cent, which 
applied to estimated exports by the four coun- 
tries of 450,000,000 bushels in the crop year 
1944-45 will give us a quota of 72,000,000 
bushels. 

Evolution of Farm Policy 


These apparently disconnected items are all 
related. They represent the further develop- 
ment, along lines which many observers have 
repeatedly forecast, of an agricultural policy 
which has been evolving for ten to fifteen 
years. The objective of this policy has been 
to raise prices for farm products. But price 


raising measures, instituted to solve one prob- 
lem, have created other problems requiring new 
measures. The support of prices above world 
markets has reduced exports. Loss of exports 
led to accumulation of stocks, despite crop 
restriction. Accumulation of stocks leads in 
turn to export subsidies, and export subsidies 
to international agreements, involving more 
crop restriction. Thus the new moves are in 
straight line of descent from measures taken 
years ago. 

Price support measures have been extended 
as time has gone on. During the ’30s they 
took the form of loans to producers at rela- 
tively low levels. “Parity prices” were the goal, 
but for several years crop loans were limited 
by law to not under 52 and not over 75 per cent 
of parity; they were largely permissive instead 
of mandatory; and they were usually set at 
or near the minimum. The history of the past 
four years, however, has been one of steady 
increase in these loans. In 1941 they were 
made mandatory at 85 per cent of parity, in 
1942 at 90 per cent, and in recent months the 
rate on cotton has been further raised, first to 
92¥% per cent and then, for the 1944 crop only, 
to 95 per cent. Finally the sequence of in- 
creases came to its logical end in the Price 
Stabilization Extension Act of June 30 last. 
which directed that all lawful action should 
be taken to assure farmers of prices equal to 
parity or to the highest price reached between 
Jan. 1, 1942 and Sept. 15, 1942. The program 
of purchases of cotton and wheat at parity is 
being put into effect under this Act. 

With price supports being thus extended, 
the other steps above mentioned follow natu- 
rally. Since the United States produces sur- 
pluses of both commodities, and the support 
prices of both are much above prices of foreign 
cotton and wheat in the world markets, the 
effect of maintaining domestic prices is to shut 
off exports and accumulate stocks in the hand 
of the Government. To avert unmanageable 
accumulations and to maintain export markets, 
export subsidies follow. Limited authority for 
such subsidies was included in the Agricultural 
Adjustment Act of 1938, and wheat and cotton 
subsidies have been paid under that Act. Now 
Congress — in Section 21 of the Surplus Prop- 
erty Act of 1944, signed by the President 
October 3 — has greatly broadened the author- 
ity to sell abroad at a loss. The C.C.C. is pre- 
paring to implement this Section. 

The next step in the chain is the interna- 
tional agreement. Selling abroad at prices be- 
low the domestic market is “dumping,” a 
policy which other producing countries may 
resent and which all can follow to the profit 
of none. The alternative to competition of 
this kind is to apportion markets, as in the 
wheat agreement just announced. It can 
hardly be doubted that a move for an inter- 
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national agreement among cotton producing 
countries, dividing up the world cotton mar- 
kets, will follow in due course. 


The Cotton Policy 


The cotton problem has been the subject of 
frequent analysis and comment in this Letter, 
going back to the time of the Federal Farm 
Board, and our readers will be familiar with 
it in general terms. After the last war an ex- 
pansion of cotton growing got under way both 
in this country, where new lands were put in 
cultivation notably in West Texas, and to an 
even greater extent, relatively, in foreign coun- 
tries. An over-supply developed which during 
the depression caused a disastrous price col- 
lapse. The response of this country to the dis- 
tress of cotton growers was to support the 
price and to limit production. This, however, 
encouraged foreign - producers to expand 
further. 

Before the present war the accumulation of 
stocks in the hands of our Government — 
cotton on which loans had been made to grow- 
ers or which was acquired by foreclosing on 
loans — together with rising carryovers all 
over the world, led the then Secretary of Agri- 
culture, Mr. Wallace, to call a conference of 
cotton producing countries with a view to 
limiting world production and exports. The 
conference convened as the Germans were 
marching into Poland and nothing came of 
it. A short time previously the United States 
had established for the first time in its history 
a subsidy on cotton exports equivalent to 
1%c a pound. 

The war has immensely increased consump- 
tion of cotton within the United States, and 
the problems which were acute in 1939 became 
temporarily less pressing. That they still exist, 
however, and threaten to become acute again, 
is plain. The war has reduced consumption of 
foreign cottons, and the carryover of foreign 
cotton on August 1 of this year was by far 
the largest on record, 14,800,000 bales com- 
pared with 7,500,000 at the outbreak of the 
war. Thus foreign competition with American 
cotton will be stronger than ever before. The 
carryover of American cotton in this country, 
10,727,000 bales, also is still far above normal. 
The figure for all cottons, 25,500,000, is an 
alltime high and represents nearly one year’s 
normal prewar consumption. 


The Export Subsidy 


The second important fact in the current 
situation is that the price at which the Gov- 
ernment is now starting to support cotton is 
above the world market. It is 3 to 4 cents 
above the price of equivalent types of Brazilian 
cotton, delivered in competing markets. Thus 
the export subsidy which is now to be paid will 
have to be substantial. 
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Among economists it is almost universally 
agreed that in the long run export subsidies, 
employed for competitive purposes, are self- 
defeating and mutually destructive, consti- 
tuting an international price war. The cotton 
subsidy, by increasing American exports, will 
add to the supply of cotton offered in the world 
market and will depress prices of foreign cot- 
tons further, other things being equal. It will 
invite reprisals, such as new or increased sub- 
sidies by other cotton-growing countries. It 
is in conflict with the liberal trade policies of 
Secretary Hull and the State Department, and 
with the established policy of this country. 
which condemns subsidies on goods sold by 
other countries to the United States and 
through Section 303 of the Tariff Act of 1930 
provides for the levying of additional or coun- 
tervailing duties on imports of subsidized 
goods. The wide gap between the price of 
cotton to spinners at home and the price to 
spinners of other countries will in due course 
make it impossible for American cotton manu- 
facturers to export their goods, and will com- 
pel new measures to restrict imports of foreign 
cotton goods. Finally, the money cost is to be 
considered. 

The Congress has not been swayed by the 
foregoing arguments, but by its determination 
to maintain the domestic price and hold an 
export market also. The question raised by its 
action is whether an international price war 
will follow, and what steps may be taken to 
avert it. All other cotton-growing countries 
will be affected. For about ten years before 
the war the American cotton policy supported 
the world price and held an umbrella over the 
market under which foreign producers ex- 
panded their production. The new legislation 
expresses a decision to hold the umbrella no 
more. It notifies foreign producers that we are 
not interested in supporting the world price 
any longer, but in keeping the domestic price 
above it. 

Chances of an International Agreement 


This notification is the most powerful argu- 
ment that could be used to bring other coun- 
tries into an agreement to limit their cotton 
growing as the United States is doing. On the 
other hand, they can offer forceful reasons for 
not making such an agreement. They entered 
the field with their eyes open at a time when 
prices were low, confident of their ability to 
compete with the United States. Some have 
thought cotton growing of such importance 
to their economy as to be worth government 
subsidies for the sake of the employment given 
and the foreign exchange realized from export 
sales. They have made investments in land 
and machinery, and they may feel that alterna- 
tive crops are less attractive than cotton even 
at a low world price. Some may argue that it 
would be difficult to restrict production as 








N ovember, 194! — 





much as they may be asked to, just as it has 
been difficult in the United States. 


Finally, if producers should agree in prin- 
ciple to divide the world market, would they 
be able to agree on the fair share of each, 
taking all the above factors into consideration? 
In the abortive conference of 1939 Secretary 
Wallace took the position that the fair share 
of the United States in the world cotton trade 
was at least 6 million bales. This was a rea- 
sonable figure based on past experience, but 
it was 2,673,000 bales more than the United 
States had exported in the preceding season. 
The conference never discovered what coun- 
tries, in addition to limiting the further growth 
of their exports, would be willing to reduce 
their share to allow us to sell 2,673,000 bales 
more. 


Whether the view of foreign growers will be 
different now, in light of our new policy, re- 
mains to be seen. A late news dispatch says 
that in Brazil the Minister of Finance has 
submitted a decree to the President calling for 
an increase from about 10.9c to 14.8c per pound 
in the loans which the Brazilian government 
makes to farmers on cotton, and requiring as 
a condition that cotton growers. plant more 
food crops. This presumably would have the 
effect of limiting the cotton acreage. It may 
be an indication of a changing attitude abroad, 
or it may be a temporary measure to deal with 
depressed prices and the excessive stock of 
cotton which has piled up in Brazil during the 
war. 

Dangers of the Policy 


Some of the current comment on the cotton 
situation implies that if an international agree- 
ment could be reached it would overcome most 
of the practical objections to our policy of 
supporting prices and restricting crops. An 
agreement to restrict world production would 
give the United States, which heretofore has 
done all the crop restricting itself, either a 
larger export market or a lower cost in export 
subsidies than it will otherwise have. 


However, there are other aspects of the 
question. The objections to crop restriction 
by arbitrary decisions of an overhead authority, 
as opposed to voluntary adjustment of pro- 
duction by individual producers under the 
guidance of price changes, apply whether the 
policy is followed in one country or in all. 
The defect of overhead restriction is that gov- 
ernments must treat producers generally alike, 
without sufficient regard for the differences 
in their efficiency, their land, and their costs. 
In our own cotton program the basis of the 
Government’s acreage allocations at first was 
entirely historical, i.e., the acreage allotments 
represented fixed percentages of the acreage 
in a selected base period. Under this plan the 
individual farmer may hold his poorest land 
out of production, but there is no distinction 


between geographical areas. The reduction is 
applied equally to the fertile areas with high 
yields and low costs and to the eroded hilly 
lands with low yields and high costs. On the 
worn-out lands cotton production should be 
eliminated entirely, and they should be brought 
under grass for rehabilitation and for increased 
output of livestock products, of which much 
more ought to be consumed locally. 

More lately an effort has been made to take 
some account of differences in land areas, but 
the extent to which different producers can be 
treated differently is limited. On the other 
hand, when the adjustments are by individual 
growers under the guidance of prices, the 
brunt falls on the high-cost producers, which 
is where it belongs if the industry is to get 
on a sound economic basis. 


If crop restriction is extended by interna- 
tional agreement, it will guarantee high-cost 
countries a share of the world cotton markets 
and require low-cost countries to restrict their 
output. 

The purpose of international crop restric- 
tion would be to raise prices, but the effect 
of the higher prices is to reduce consumption. 
Cotton does not enjoy a monopoly, but is sub- 
ject to increasing competition from synthetic 
fibers. World output of rayon and staple fiber 
is estimated to have reached about 3% billion 
pounds in 1942, which is equivalent to 7% 
million bales of cotton even without allowing 
,}for the lack of waste in using rayon as com- 
pared with cotton. Much of the rayon competes 
with silk and other textile fibers more than 
with cotton; nevertheless, the development of 
.synthetics has been a tremendous influence in 
checking the growth of cotton consumption, 
and all the evidence is that this development 
will continue, including an increasing use of 
rayon in tires. The history of rayon, as of 
other materials developed through new techni- 
cal processes, is one of improving qualities at 
lower prices, and the higher the price of cot- 
ton the greater its inroads on cotton consump- 
tion can be expected to be. 

This is something for the low-cost producers 
of cotton to consider. They may be able to 
grow cotton profitably at lower prices, which 
will promote the use of cotton relative to com- 
petitive fibers. But if national, and possibly 
international, policies are to hold up prices in 
order to keep high-cost producers in operation, 
cotton consumption will be endangered and 
the low-cost growers will be the ultimate losers. 


The Wheat Agreement 


The wheat agreement requires the adoption 
and maintenance, if there is need, of measures 
to control production. The export quota of 72 
million bushels is only one-fourth of the ex- 
portable surplus that would normally result 
from a billion bushel crop such as has been 
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harvested this year. Hence it is plain that 
wheat production cannot be maintained at the 
present level after the abnormal war uses of 
wheat for alcohol and feed have subsided. 


The price of United States wheat is 35 to 45 
cents above the prices of competing wheats in 
world markets. Thus we shall be able to fill 
the export quota only by continuing and en- 
larging the export subsidies which we have 
paid, to a limited extent, for several years 
past. The gain for the United States in the 
agreement is that the other three countries 
will make more room for us in the world mar- 
kets by limiting their exports. The subsidies 
necessary to move the stated amount of U.S. 
wheat should be smaller than otherwise, but 
the necessity to reduce our wheat production 
from present levels remains. 


A question arises as to what the situation 
will be in other agricultural products as the 
Government carries out its engagement to sup- 
port the prices of six “basic crops” indefinitely 
and fourteen “war crops” for at least two full 
crop years after both wars are over. If in sup- 
porting these crops the Government acquires 
substantial stocks, will there be export sub- 
sidies to move them into world consumption, 
and will this lead to international agreements 
in these crops also? 


The facts imply that the development of 
“planned” or “managed” agriculture in this 
country is being accompanied by development 
of planned or managed agriculture on a world- 
wide scale. It is time to ask whether this is 
feasible, and if it is feasible whether it will be 
worth its costs, in the form of artificially high 
prices for the benefit of high-cost producers 
and of the export subsidies. These costs will 
fall upon the consumers and taxpayers of the 
producing countries. How long will they be 
considered worthwhile? To justify these plans 


many of their supporters have argued that the | 


need will be temporary, that the programs will 
cushion the impact of the over-production and 
give opportunity for needed readjustment, in- 
cluding shifting into other crops, rehabili- 
tating lands, and shifting the surplus producers 
into other occupations. The lesson of experi- 
ence, however, seems to be that “cushioning” is 
chiefly another name for delay or prevention 
of adjustments, which perpetuates the need for 
the programs. 

It is something to ponder that the farmers 
of the country, who throughout its history 
have been the staunchest defenders of inde- 
pendence and free enterprise, are now finding 
themselves trapped, as the inexorable conse- 
quences of the policy whose evolution began 
with the Federal Farm Board, in a program 
of “planned” agriculture under which they 
must be subject to regimentation as far ahead 
as anyone can see. 


Foreign Trade After Two Wars — II 





The discussion in our last month’s Letter 
of U.S. “Foreign Trade After Two Wars” was 
centered chiefly on the role played by credit 
in financing our huge exports in 1919 and 1920. 
It was brought out that about 35 per cent 
of our exports in those two years, which 
aggregated almost $16 billion, were financed 
either by loans or overseas expenditures of 
the Government or by short-term credits ex- 
tended by American banks and business. The 
lesson is that too much credit was provided, 
exaggerating the boom and leading to collapse. 
We turn now, for whatever further light the 
experience of 1919-20 may throw on the post- 
war situation now shaping up, to the compo- 
sition by commodities and the geographical 
distribution of our foreign trade after the first 
World War. 

From the accompanying table it will be seen 
that the value of exports in 1919 and 1920 was 
almost four times greater than the 1910-14 
average. A part of this increase was due to 
the doubling of commodity prices, on the 
average, between the two periods. It will also 
be seen that raw materials and foodstuffs as 
a group and finished and semi-finished goods 
as a group rose by about the same propor- 
tions, so that the distribution of trade remained 
about the same as before 1914. The prewar ten- 
dency was for our raw materials and foodstuffs 
exports to decline, and of shipments of man- 
ufactured goods to expand, relative to our total 
trade, but Europe’s demand for food and 
materials checked this temporarily, and both 
groups increased together. In the long run, 
however, the prewar shift in our trade was to 
be resumed. 

United States Exports After the First World War 

(In Millions of Dollars) 
Exports by Commodity Groups 





Average Average 

1910-14 1919 1920 1921-25 

Total Exports  crscccccoos $2,130 $7,750 $8,080 $4,310 
Raw Materials 713 4 =6©.1,623 1,883 1,187 
WIT acessccsescssssecsses 421 2,642 2,034 1,021 
Meat and dairy prod. 153 1,183 559 317 
COCEIR, LO ciccccessictenes 552 1,137 1,186 805 
Grains and prod. ...... 147 936 1,086 474 
Vegetables, fruits, oils 55 274 175 116 
Tobacco, leaf .......... 45 259 245 164 
Coal, and coke ....... 55 125 359 131 


Semi-Manufactures ... 342 922 958 537 
Finished Goods .......00 654 2,568 3,205 1,565 


Machinery, trans. 


EQUIPMENT  ........e0000e 198 753 979 531 
Iron and steel prod... 139 600 661 236 
Petroleum products.. 110 327 519 364 
Chemicals, paper, 

rubber mfts. ......0.. 78 358 467 271 
Textile manufactures 49 346° 475 159 


Distribution of Exports 
- 1,350 6,188 4,466 2,318 
Canada  ......c.000 ‘ 315 734 971 619 
Latin America 307 1,002 1,583 749 
Asia and Oceania 182 898 1,042 641 
PEND © <occccesescsstiscossscssncnpse 82 98 166 70 
Grand Total 
(includ. re-exports) $2,166 $7,920 $8,228 $4,397 







Europe . 





129 








November, 1944 


ES. SE AEE EN 





Europe’s Demand for Food 


The first great demand after the armistice 
was for foodstuffs to feed Europe, and in 1919 
foodstuffs constituted about one-third of our 
total exports. But in the following year they 
fell off, the main reason being the sharp con- 
traction in meat and dairy product shipments, 
which dropped from $1,183 million in 1919 to 
$559 million in 1920 and less than $300 million 
in 1921. The decline was both in quantity and 
price, and a number of factors were responsible. 
Livestock products which had been accumu- 
lated in Argentina, Australia and elsewhere 
began to move more freely to the world mar- 
kets as more shipping became available. After 
the first post-armistice harvest pig numbers 
in Europe’s potato belt rose rapidly. The mili- 
tary had surplus stocks to dispose of, and 
American production was large. Eventually, 
Europe’s supply of dollars began to dwindle, 
and the demand for relatively expensive pro- 
tein foods from abroad shrank with it. 

Shipments of wheat and of other cereals and 
their preparations held up better. In general, 
the recovery of Continental cereal production 
— potatoes excepted—was slow; actually, 
the 1910-14 level was not fully regained until 
the 30s, when governments subsidized greater 
increases as part of the depression policy of 
self-sufficiency. In the post-armistice period 
not only were the general difficulties of re- 
habilitating agriculture to be overcome, but 
the preference was to import cereals and put 
the emphasis at home on restoration of feed 
and livestock production. At the same time 
Russian shipments of wheat, which had been 
important in the world markets before the 
war, were not resumed, and demands for cereal 
grains from the western hemisphere were 
greater accordingly. 


Raw Materials and Finished Goods Exports 


Though cotton remained the dominating 
single item in our exports, its percentage of 
the total declined to about half of what it 
was prior to 1914. In quantity cotton exports 
in the post-armistice years were actually 
smaller than before the war. Disorganization 
of cotton manufacturing and high prices 
slowed down the Continent’s purchases ; about 
half of the exported cotton went to Great 
Britain, while Japan emerged as the second 
largest consumer. 

Also significant in both value and volume 
were our postwar exports of tobacco leaf and 
of coal. In value they reached a level never 
equaled before or since. A similar distinction 
went also to our exports of textile manufac- 
tures, a large part of which were taken by 
Latin America where wartime accumulated 
purchasing power was being spent largely on 
consumption goods and where Europe’s com- 
‘petition was still absent. 
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Turning to the geographical distribution of 
our exports, Europe took in 1919 and 1920 a 
larger share of our goods than in the 1910-14 
period. At the same time, however, our ex- 
port markets were widening, in consequence 
of the accelerated economic development of 
most of the non-European countries during 
the war, and of the increase of their purchas- 
ing power. Moreover, while Europe was at 
war we took over some of her old export 
markets. In this we were helped by the war- 
time expansion and diversification of our in- 
dustries. As a consequence of the war, mutual 
dependence of the United States and non- 
European countries was strengthened; at the 
same time the interdependence of Europe and 
the United States, which was still considerable 
as late as 1914, was weakened, and we emerged 
as the Continent’s competitor. 


Distribution of Imports 


The trend toward a wider distribution of 
our trade, both in regard to products and coun- 
tries, was even more dominant in our postwar 
imports. The relative importance of our manu- 
factured and semi-manufactured imports de- 
clined even though they became more varied. 
In contrast our post-armistice imports of raw 
materials almost trebled in value over the 
1910-14 period, as did imports of tropical foods. 
— due to higher prices and the wartime growth 
of our purchasing power. 

Europe’s share of our imports declined from 
about one-half in 1910-14 to about one-fifth in 
the two post-armistice years, while Asia and 
Latin America became the leading supply mar- 
kets. To the extent that this shift was due to 
inflated prices of raw materials it was later 
partly overcome, and imports from Europe 
recovered when her industries were rehabili- 
tated. But the general pattern of our foreign 
trade became more complicated and more de- 
pendent upon the triangular exchange of goods; 
our export surpluses with Europe increased, 
while growing import balances appeared in 
our trade with Asia and Latin America. 


The Lessons 


Evidently the main lesson to be learned 
from the distribution of our foreign trade in 
1919 and 1920 is that the shifts in our trade, 
and the divergence from prewar trends, were 
in some part temporary, as was the expansion 
itself. In other respects, prewar trends were 
accelerated. 

No sooner had conditions abroad moved 
again toward normal than the long-range 
trend in our exports reappeared; relatively, 
manufactured goods shipments expanded and 
raw material and foodstuff shipments dimin- 
ished. The six-fold expansion of our foodstuff 
exports above the 1914 level (in value) had 
created an unfounded optimism which was a 
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factor in the land boom of that period. Farm- 
ers were reluctant to recognize that these ex- 
ports were of an exceptional and non-recurring 
nature, and that because of impoverishment 
reconstructed Europe was bound to search for 
a greater self-sufficiency and for the cheapest 
sources of food and raw materials. The result 
of failure to face facts and make adjustments 
was disillusion and depression. 

The boom in manufactured goods exports 
had equal elements of impermanence, for as 
the figures show the falling off after 1920 was 
almost as marked as the drop in foods. Never- 
theless long-range influences were in operation, 
including our own diversification and growth 
and the acceleration of the economic develop- 
ment of non-European countries, which had 
a sustaining effect upon our exports of ma- 
chinery and a good many other products. The 
significance of this development became more 
apparent in later years as the productivity of 
these countries increased. 


Repetition of Food Export Boom Doubtful 


The question now is, how much of the 1919 
and 1920 experience is likely to be repeated 
after the present war. In food exports, the 
postwar expansion may be on no such scale. 
the main reason being that in comparison with 
World War I more preparation has been made, 
and more food supplies accumulated, to feed 
distressed areas. 

Last September War Mobilization Director 
Byrnes revealed in his “Report on Reconver- 
sion” that European food needs for 1945, wieh 
the aid of stocks and supplies in pipelines, in 
Great Britain and elsewhere, would be met 
without any heavy drain on our next year’s 
food production. For the first six months fol- 
lowing the defeat of Germany, the food re- 
quirements of the Army and UNRRA, the 
relief organization, were put at about 3.9 mil- 
lion tons. Against this there will apparently 
be available some 6 million tons of food from 
reserves already accumulated abroad and from 
army pipelines. These estimates are exclusive 
of wheat needs, the filling of which never has 
been in doubt. 

Moreover, it is possible that after the end 
of the German war the shipping situation will 
permit an increased movement of foodstuffs 
from Latin America, Australia, and parts of 
Africa, where prices have been generally lower 
than here. In the opinion of T. W. Schultz, Pro- 
fessor of Agricultural Economics at the Uni- 
versity of Chicago and a well-known authority, 
the United States is likely to supply only about 
one-third of Europe’s import food require- 
ments, and this without any appreciable pres- 
sure on our domestic supplies. As to the ship- 
ping situation, an authoritative British source 


estimated that the world merchant tonnage 
would be, by the end of 1944, about 50 per cent 
larger than in 1919, but the relaxation of ship- 
ping may be slow, due to requirements for the 
war in the Pacific. 

In general, European food production seems 
to have been better sustained than during the 
first World War, though final judgment must 
be reserved until after the fighting ends. Live- 
stock numbers have been reduced although 
they are higher than at the end of the last 
war, and acreage usually in feedstuffs was 
turned to production of cereals and other car- 
bohydrate foods. On the other hand, the res- 
toration of European agriculture after the 
present war may be a slow process, owing to 
the wear and tear on equipment and land, and 
possibly also to temporary dislocations accom- 
panying shifts of land ownership. Undoubtedly 
Europe would like to have more protein and 
non-cereal foods than she can produce at any 
early stage, but pending rebuilding of her live- 
stock herds she will get along with cereals 
Lessened purchasing power will force Europe 
to a greater self-sufficiency or to a search for 
the cheapest sources of food, which, in many 
cases, will not include the United States ex- 
cept as our exports are subsidized. 

Probably, therefore, we should not expect 
our food exports during the reconstruction 
period to expand as much as they did after the 
first World War; if they do, the expansion is 
likely to be as impermanent. To assume that 
a worldwide food shortage will give a lasting 
lift to the agricultural situation, including land 
prices, would be to repeat the earlier mistake. 

In manufactured goods, it can hardly be 
doubted that the tremendous needs of the 
world will raise our exports in the early post- 
war years much above prewar levels. Irre- 
spective of credits that may be arranged, for- 
eign countries have sufficient resources of gold 
and foreign exchange to buy heavily in this 
country for a time. Thus we are bound to sell 
in huge volume both machinery and equip- 
ment for the reconstruction of industry and 
transportation, and articles of everyday use 
which people abroad will need. Whether de- 
mand will slacken after a temporary boom 
depends upon many factors; there is no basis 
for prophecy, but merely for a statement of 
the uncertainties. They concern postwar credit 
arrangements, the extent of our investment 
and travel abroad, international policies, and 
above all the volume of our imports, which 
must always be tk+; chief means by which 
foreign countries pay for their purchases from 
us. If we have learned our lesson from the 
1919-20 experience, we shall be at pains not 
to repeat the pouring out of money on a scale 
which cannot be maintained, but which would 
cause an immediate postwar boom followed 
by collapse. 
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2%% Bonds due March 15, 1966-71 


These securities, as well as the Savings Bonds and Notes, are more fully described 
in a folder which will be sent upon request. 


An individual who has already purchased his 1944 “‘limit” of $5,000 Series E War © 
Savings Bonds as sole owner, may buy additional E’s with others named as coowners ¢ 
to the extent that each of the coowners individually has not exhausted his $5,000 
yearly privilege. 


These issues may be purchased through banks and security dealers acting for 
the United States Treasury War Finance Committee. Our own Bank repre- 


sentatives will be glad to give you further details and to enter your order. 


The National City Bank of New York 


Head Office: 55 Watt STREET, New YorkK 


65 Branches in Greater New York 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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